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THE BUDGET AS AN INSTRUMENT OF POLITICAL 

REFORM 1 

W. F. WILLOUGHBY 
Director, Institute for Government Research 

THE first step toward the accomplishment of any object, 
or the solution of any problem, is to secure a clear idea 
of the precise nature of the object sought, or the terms 
of the problem to be met. It is a remarkable fact that, great as is 
the attention which has been given during recent years to the 
subject of budgetary reform in the United States, only slowly has 
the full significance of this reform, or of the steps necessary for 
its complete accomplishment, been appreciated, even by those who 
have been actively promoting it. 

At first, the adoption of a budgetary system was looked upon 
as but an improved procedure in the raising of revenue and the 
voting of funds for the support of the government and its various 
activities. The more this proposed reform has been studied, how- 
ever, the more has its support become apparent. It is now seen 
that, if fully adopted, it will go a long way toward the removal 
of many of the most serious defects in our governmental machin- 
ery as at present constituted and operated, and will, therefore, 
profoundly affect our whole political system. 

The time has fortunately passed when our system of govern- 
ment is looked upon as representing the last word in political 
organization. Though we do not question the validity of the 
fundamental principle of popular government upon which our 
political system rests, it is recognized that, notwithstanding more 
than a century of experience, many of the problems of making 
this type of government efficient still remain to be solved. Among 
these problems first place may be given to the following : the per- 
fection of means through which popular control over the conduct 
of governmental affairs may be made effective ; the more satisfac- 
tory determination of the functions of our legislative bodies in 
respect to the direction and control of administrative affairs; the 
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similar determination upon a more satisfactory basis of the func- 
tion of our chief executive in administrative matters; and, as a 
necessary collateral problem to the last two, the determination of 
the relations that should exist between the chief executive and 
the legislature, on the one hand, and subordinate administrative 
officers on the other, in respect to this branch of government. 

These problems have to do with those features of our govern- 
ment which, by almost common consent, are the least satisfactory 
of our political institutions, are primarily responsible for the fail- 
ure of our government to give satisfactory results in practice; 
and, what is of direct concern to us here, are such as the establish- 
ment of a proper budgetary system, more than any other single 
device, will tend to solve. 

It is hardly necessary to point out that the popular will cannot 
be intelligently formulated nor expressed unless the public has 
adequate means for knowing currently how governmental affairs 
have been conducted in the past, what are present conditions, and 
what program for work in the future is under consideration. Of 
all means for meeting this requirement none approaches a prop- 
erly prepared budget in completeness and effectiveness. It at 
once serves to make known past operations, present conditions 
and future proposals; definitely locates responsibility; and fur- 
nishes means of control. Too much emphasis therefore cannot 
be placed upon the budget as an instrument through which real 
democracy may be achieved. 

Regarding the function of the legislature in respect to conduct 
of administrative affairs, the conviction has been steadily grow- 
ing that we have erred in making our legislative bodies boards of 
directors to concern themselves with the details of the activities, 
organization and methods of business of administrative service. 
The true function of the legislature should be to act as an organ 
of public opinion in the larger sense, and as the medium through 
which those concerned with the actual administration of affairs 
should be supervised, controlled and held to a rigid accountability 
for the manner in which they discharge their duties. 

John Stuart Mill in his Essay on Representative Government, 
published in 1861, has a remarkable chapter entitled, "Of the 
Proper Functions of Representative Bodies." After pointing 
out that there is a radical distinction between controlling the 
business of government and actually doing it, and that the latter is 
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a task which no numerous assembly should attempt to perform, 
Mill goes on to say that "it is equally true . . . that a numerous 
assembly is as little fitted for the direct business of legislation as 
for that of administration." 

"The proper duty of a representative assembly in regard to 
matters of administration," he continues, "is not to decide them 
by its own vote, but to take care that the persons who have to 
decide them shall be the proper persons." And again he says : 

Instead of the function of governing, which it is radically unfit for, the 
proper office of a representative assembly is to watch and control the Gov- 
ernment ; to throw the light of publicity on its acts ; to compel a full expo- 
sition and justification of all of them which any one considers question- 
able ; to censure them if found condemnable, and, if the men who compose 
the Government abuse their trust, or fulfil it in a manner which conflicts 
with the deliberate sense of the nation, to expel them from office, and 

either expressly or virtually appoint their successors This 

is surely ample power, and security enough for the liberty of a nation. 
... In addition to this, the Parliament has an office, not inferior to 
this in importance; to be at once the Nation's Committee of Grievances 
and the Congress of Opinions; an arena in which not only the general 
opinion of the Nation, but that of every section of it, and as far as possi- 
ble, of every eminent individual whom it contains, can produce itself in 

full sight and challenge discussion Nothing but the restriction 

of the function of representative bodies within these rational limits will 
enable the benefits of popular control to be enjoyed in conjunction with 
the no less important requisites (growing ever more important as human 
affairs increase in scale and in complexity) of skilled legislation and ad- 
ministration. 1 

Nowhere, so far as the writer is aware, has this vital question 
of the function of the legislative chambers in relation to admin- 
istration been more clearly and accurately stated. In it is to be 
found the explanation why the British parliamentary system, 
which is conducted strictly on the principles there laid down, 
works so smoothly and efficiently in respect to the formulation and 
execution of administrative programs, and why our political sys- 
tem, in which these principles do not find expression, gives quite 
contrary results. 

It is one thing, however, to see a defect and quite another to 

'For this statement of Mill's consideration of the proper function of, 
legislative bodies, the author is indebted to an unpublished manuscript by 
his brother, W. W. Willoughby. 
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determine the action that should be taken to remove it. It is at 
this point that the matter of budgetary reform enters. Manifestly 
tne introduction of a budget system constitutes the most effective 
means of giving our legislative bodies their true position and 
function in our political system. In the executive is primarily 
vested the responsibility for the formulation of a work program 
and the determination of the agencies through which it is to be 
put into effect. The legislature will restrict its action to that of 
general direction, supervision and control. 

Closely connected with this question of the re-determination of 
the function of the legislature in respect to the administration 
is that of the re-determination of the functions of the chief execu- 
tive in this respect. In the organization of our governments, 
national and state, care was taken to make it clear that the presi- 
dent and the governors should in all cases be vested with the 
executive power. This term "executive power" was not deemed, 
however, to be synonymous with, or even to include, administra- 
tive power. The chief executive was not made the administrator- 
in-chief of the government. This failure to make the president 
and the governor the head of the administration is intelligible 
when we appreciate that at that time the duties of government 
were almost wholly confined to what are known as the essential 
functions of government — that is, the enactment and enforcement 
of law, the maintenance of order, the conduct of foreign relations 
etc. Only to a comparatively slight extent did they, strictly speak- 
ing, perform administrative duties. There was consequently little 
apparent need for a general business manager who should have 
immediate responsibility for, and direct supervision over, the con- 
duct of administrative affairs. 

Conditions at the present time are radically different. Both our 
national and state governments are engaged in administrative 
undertakings of great importance and variety. With this change 
in the character of their work has come the imperative necessity, 
if governmental affairs are to be efficiently conducted, for the 
development of an office of general administration corresponding 
to that of general manager in a business corporation. There is 
but one way by which this can be achieved. The chief executive 
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must be definitely given the status and powers of adrninistrator-in- 
chief. 

Probably the greatest single defect in state governments as they 

now exist is their failure to provide for this feature. The gov- 
ernor, though designated as cnief executive, has been given a posi- 
tion, as it were, outside of the administration. He has little or no 
direct authority over the conduct of affairs in the several state 
services and institutions. Only in exceptional cases does he enjoy 
the appointment of the heads of important administrative services, 
or the power effectively to control their conduct. For the most 
part these men hold office through election by the people, or by 
appointment by the legislature. In general the principle followed 
has been that the line of authority and responsibility runs directly 
to the people or the legislature. 

This feature of our state governments has the most direct bear- 
ing upon the problem of a budget which we are considering. The 
significant point is that it is impossible to establish an effective 
budgetary system until this feature of our government is cor- 
rected. As long as the governor stands outside of the administra- 
tive branch, and has no direct responsibility for the conduct of 
administrative affairs, and no adequate powers over administra- 
tive officers, he cannot formulate a budget that will have the char- 
acter or carry the weight that it should. Such a document will 
not be a financial and work program emanating from a responsi- 
ble administrator-in-chief. It will at best be but a compilation 
and revision of programs prepared by others, made by an officer 
standing outside of the fields of administration, and not directly 
in control of, or responsible for, the manner in which administra- 
tive affairs are conducted. 

It will be seen from the foregoing that this problem of the estab- 
lishment of a budgetary system is intimately tied up with the whole 
great question of the reform of the administrative branch of our 
state governments. On the one hand, every step toward the 
establishment of an integrated administrative system means laying 
the essential basis upon which a scientific budgetary system rests. 
Such a system is one where all the administrative services are 
knit together as integral parts of one piece of administrative 
machinery, at the head of which stands the governor as general 
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manager, with adequate authority in respect to the appointment, 
removal, direction, supervision and control over all administra- 
tive officers. On the other hand, every step toward vesting in the 
governor responsibility for a budget tends just so much to accen- 
tuate his administrative responsibilities and to establish him in the 
position of head of the administration. Even though his constitu- 
tional and statutory powers in respect to the appointment and 
control of administrative officers may not be enlarged, the fact that 
he has to review the latter's requests for funds and has the re- 
sponsibility of definitely stating what, in his opinion, should be 
the work program for the year or years to be financed, give to him 
a moral and actual power over administrative affairs that exercise 
will tend constantly to strengthen. 

It is evident that making the governor head of the administra- 
tion, or even conferring upon him the duty of formulating and 
submitting a budget, without changing his general powers in 
respect to the selection and control of other administrative officers, 
will enormously increase his effective powers and responsibilities. 
It is a canon of administrative science that, when discre- 
tionary power and authority are increased, a corresponding in- 
crease should be made in the means of controlling the manner in 
which these augmented powers are exercised. If legislatures are 
to surrender to the executive increased power in respect to the 
conduct of administrative affairs, they must strengthen the means 
by which they may assure themselves that these powers are prop- 
erly exercised. 

There are two methods by which this superior direction, super- 
vision and control may be exerted — by specification in advance, or 
by providing that full information shall be currently available 
regarding the manner in which the delegated authority is being 
exercised. Legislatures are being asked to give up the first 
method of control. If they do so, it is imperative that the condi- 
tions stated in the second alternative shall be met. In meeting 
this requirement lies one of the great merits of a proper budget 
system. A budget is much more than an estimate of financial 
needs and means of meeting such needs. It is, or should be, at 
once a report, an estimate and a proposal. It is the document 
through which the chief executive as the authority responsible for 
the actual conduct of governmental affairs, comes before the fund- 
raising and granting authority and makes full report regarding the 



62 CONFERENCE ON WAR ECONOMY [Vol. VIII 

manner in which he and his subordinates have administered affairs 
during the last completed fiscal period, the present condition of the 
public treasury and, on the basis of such showing, sets forth his 
program of work for the period to come, and the manner in which 
he proposes that such work shall be financed. 

It is of the essence of a proper budget system that this docu- 
ment shall be so compiled, and so supported by supplementary 
analyses and data, that the legislature shall be enabled readily 
and accurately to pass upon how the governor and his subordi- 
nates have discharged the duties of their stewardship. It thus 
furnishes them an instrument of control which under present 
conditions is largely lacking. 

It is not enough, however, that the legislature shall be thus 
provided with an instrument through which it can determine how 
their administrative agents are performing their duties. That 
body must provide itself with means through which it can effec- 
tively make use of this instrument. To do this three things are 
necessary. 

First, the legislature must provide itself with an officer whose 
duty it is to audit all the accounts of the government and report 
his findings to it. This feature of having the audit of accounts 
performed by an officer of the legislature rather than of the 
executive branch is, it is recognized, one that is foreign to Amer- 
ican practice. Consideration will show, however, that it is logical 
and essential if the legislature is properly to perform its function 
as a general controlling agent. 

Second, the legislature must provide itself with' a committee 
on accounts similar to the select committee on accounts of the 
British House of Commons, whose duty it shall be to receive the 
report of the auditor, examine it and bring to the attention of 
the legislature for appropriate action all cases where the adminis- 
trative officers have not rigidly complied with both the spirit and 
letter of the law or have seriously misused their discretionary 
authority. Unless provision is made for such a body and pro- 
cedure, there is danger that due consideration will not be given 
to the auditor's report, and required corrective action will not be 
taken. This committee should be as nearly as possible non-parti- 
san in its make-up and action. The chairman of the British com- 
mittee is always selected from the opposition and the convention 
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is firmly established that all party considerations shall be ban- 
ished from its proceedings. 

Finally, the legislature must make proper provision for the 
consideration of the budget and for taking the action required 
upon its proposals. In respect to this, the most important con- 
sideration is that responsibility for the consideration of the budget 
shall be concentrated in the hands of a single committee. Failure 
to do this will destroy the unity of the budget and thus defeat 
one of the main purposes of a budgetary system. 

This question of budgetary reform is intimately connected with 
many of the political reforms upon which we place especial stress. 
For years we have appreciated the need for such fundamental 
reforms, but have been more or less doubtful as to how they 
should be brought about. In the development of the demand for 
the adoption of a budget we have at last devised such a means. 
The thesis that we have sought to establish is that the adoption of 
a scientific budget system by each of our commonwealths repre- 
sents not only a great reform in itself, but will powerfully con- 
tribute to the accomplishment of those great measures of political 
reform which are essential if we are to demonstrate to ourselves 
and to the world at large that efficient administration can be 
secured under a popular government. 



